[G.j 


22 


CO 


^ 
s 


o 
O 


o 

GO 


P2 

O 

H 


O 

Xfl 
I— ( 

;^ 
o 

< 

o 

CO 


GO 

o 

'>0 

CO 

o 

00 

00 

>— 1 

!— ' 

od" 

cnT 

iO 

•'^ 

00 

""* 

1~* 

r 

1 

CO 

1 
1 

Q0_ 

'"'" 

!  — 

o 
o 

o 
o 

C^ 

o 

o 

■^ 

o 

o 

00 

1—1 

»o^ 

1—1 

co" 

r— ( 

! 

v^ 

1 

-=* 

i'       GO 

1— 1 

!■; 

! 

\       ^ 

\       ^ 

cf 

I     o 
o 

to" 

c 
o 

•— 
o 

1 

Jl 

>-4 

cd 

\    o 
1    ^ 

05     ^ 

2 

;=^P^ 

[ 

^♦^ 

1^  ZT  o 

s 

4< 

s 

II 

•  —     no     CO 

1^     O     O 

\ 

\ 

! 

« 

• 

' 

• 

r 

■  ■'      02 

• 

« 

■   a 

>i 

• 

' 

^ 

' 

OUNTI 

c  ' 

o 
o 
xn 

*>> 

o 
o 

>> 
5 

!3 
O 
o 

o 

c 

i  1 

6    ^ 

o 

o 
o 

"So 

o 

H 

^ 

m 

,^_J 

c 

to 

ii 

— » 

3 

o 

^^ 

CO 

\  1 

,^ 

c^ 

C3 

o 

1 

CO 

o 

^ 

^  1 

[  Document  H.  ] 


BY  THE  HOUSE  OF  DELEGATES, 

January  30th,  1847. 
Read  and  ordered  to  be  printed. 


REPORT 


OF   THE 


COMMITTEE  ON  WAYS  &  MEANS 


ON  THE 


Subject  of  the  Finances  of  the  State. 


PRINTED  BY  BILEY  k  DAVIS,  ANNAPOLIS,  Mp. 


REPORT. 


The  CommiUee  on  Ways  and  Means  to  whom  was  referred 
so  much  of  ihe  Governor's  Message  as  relates  to  the  Finances  of 
the   Stale,  unanimously  report : 

That  they  have  considered  the  suhject  with  the  deliberation 
and  Ihe  anxious  care  which  its  impoitance  demands,  in  oider 
that  they  miglit  recommend  such  a  course  as  would  best  secure 
the  honor  and  the  interests  of  (he  Slate,  and  do  the  most  effect- 
ive justice  to  the  claims  of  her  creditors.  Where  such,  important 
interests  depend  on  the  wisdom  and  propriety  of  the  steps  to  be 
taken,  it  seemed  to  the  committee  that  too  much  caution  could 
not  be  used  in  the  investigation  of  the  subject,  and  that  to  in- 
spire confidence  in  their  conclusions,  it  was  necessar\'  that 
they  should  become  acquainted  with  all  the  facts  connected  with 
the  fmancial  condition  of  the  State,  that  they  should  take  into 
consideration  all  contingencies  that  were  at  all  probable,  and  care- 
fully weigh  every  objection,  that  might  reasonably  be  suggested, 
to  the  plan  which  they  had  determined  to  propose.  Haste  would 
have  been  as  unseemly  in  such  a  case,  as  procrastination  would 
be  dangerous. 

It  is  with  great  satisfaction  that  the  committee  have  to  announce 
as  the  result  of  their  dcliberaiions,  that  the  condition  of  our 
finances  is  such,  that  the  ardent  wishes  of  the  people  of  Mary- 
land, that  the  State  should  be  placed  in  her  true  position  before 
the  world  as  a  solvent  and  honest  comuRinily,  may  now  be  gratified, 
without  incuring  the  least  danger  of  a  second  suspension.  They 
have  no  hesitation  in  saying,  that  the  Slat;^  has  tiie  ability  to  le- 
sume,  and  to  continue  the  regular  payment  of  the  interest  on 
her  debt,  and  that  in  their  opinion  it  is  the  duty  of  the  present 
Legislature  to  provide  by  law  for  such  resumption. 

In  order  however  to  effect  the  end  desired,  it  is  absolutely 
necessary  that  some  disposition  should  be  made  of  the  arrears  of 
interest  which  accumulated  during  those  years  when  an  inade- 
quate revenue  made  the  State  unable   to   complv  with  her  obli- 
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gations.  The  onl}'  way  in  vvhicli  we  can  place  ourselves  in  a 
siruation  to  do  justice  to  our  creditors  by  paying  them  their  cur- 
rent interest,  when  it  becomes  due,  according  to  the  form  of  our 
contract,  is  by  funding  these  arrears  in  stock,  paying  interest 
thereon,  and  redeeming  such  stock  out  of  the  surplusses  that  may- 
hereafter  come  into  the  Treasury.  It  is  evident,  then,  that  in  ad- 
dition to  the  interest  regularly  payable  on  the  original  debt,  it  will 
be  necessary  to  provide  for  a  further  amount  equal  to  the  inter- 
est on  the  arrears. 

The  committee  will  now  proceed  to  show,  as  briefly  as  possible, 
what  is  the  present  state  of  our  finances,  and  what  revenue  we 
may  reasonably  expect  for  future  years  5  they  will  then  consider 
the  objeciions  that  may  be  urged  against  the  course  they  recom- 
mend, and  develop  in  greater  detail  the  provisions  which  they 
believe  will  secure  their  plan  from  the  possibility  of  failure. 

It  is,  fortunately,  no  longer  necessary  to  adduce  arguments  lo 
show  the  strength  of  the  obligation  which  the  State  is  under  to 
comply  with  her  engagements,  or  to  prove  froin  the  history  of  our 
debt,  that  a  disavowal  of,  or  even  a  disinclination-to  pay,  any  pait 
of  it,  would  be  the  grossest  dishonesty.  The  public  mind  is  fully 
satisfied  on  these  points,  and  any  attempt  to  make  them  clearer 
would  be  insulting  to  the  good  sense  and  the  moral  feelings  of  the 
community.  The  only  question  asked  by  the  honest  citizens  of 
this  State,  is,  whether  the  receipts  of  revenue  are  and  will  con- 
tinue such  as  to  assure  the  maintenance  of  regular  payments 
hereafter,  in  case  a  day  is  now  fixed  upon  for  resumption.  This 
is,  then,  a  question  of  ability,  to  be  decided  on  the  facts  drawn 
from  an  investigation  of  our  resources  ;  and  the  committee  think 
that  the  evidence  of  our  ability  cannot  be  resisted  by  any  candid 
mind.  ^ 

The  amount  of  revenue  received  into  the  Treasury  in  the  fiscal 
year,  ending  on  the  first  day  of  December  lust,  was  $917,887; 
deducting  from  which  the  sums  I'eceived  for  the  Colonization  So- 
ciety and  from  the  Tobacco  Inspection,  there  remained  applicable 
to  the  current  expenses  and  the  interest  on  the  State  Debt,  the  sum 
of  -  -  -  -  -     $898,629 

The  annual  expenses  of  the  State  are^  $200,000 

Interest  on  the  Debt,        ...        -     651,821 

851,821 


Leaving  a  clear  surplus,  of  -  -  -  -  $46,808 
without  includinsf  the  dividend  of  the  Baltimore  and  Ohio  Rail 
Road  of  October  last,  which  the  Treasurer,  on  account  of  the  form 
in  which  it  was  declared,  did  not  feel  himself  authorized  to  re- 
ceive; and  in  addition  to  the  balance  in  the  Treasury  on  the  first 
day  of  December,  1846,  which,  after  deducting  from  the  same  all 
the  charges  for  which  it  is  liable,  except  the  interest  on  the  public 
debt,  amounted  to  $98,946.  It  is  thus  clear,  that  if  the  arrears  had 
been  funded,  as  proposed  in  the  report  of  the  committee  on  Wayo 
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and  Means  at  the  last  session  of  ti)e  General  Assembly,  there 
would  still  have  been  a  surplus  in  the  Treasury,  after  paying  the 
interest  both  on  the  original  debt  and  on  ihe  funded  arrears,  and 
free  of  all  charges  for  the  year  1840,  of  ^i 73, 754. 

But  the  year  just  past  was  one  of  extraordinary  failures  in  the 
receipts  from  the  Internal  Improvement  companies;  "^92,200  less 
having  been  derived  from  them  than  in  the  precetfing  year.  The 
trade  on  ihese  works  has  been  and  still  is  rapidly  increasing,  and 
the  same  causes  of  failure  are  not  likely  again  to  occur  togeihe/, 
even  if  they  occur  at  all  ;  while  the  receipts  during  the  year  from 
other  sources  of  revenue,  pern)anent  in  their  nature,  and  not  liable 
to  be  disturbed  by  accident,  shew  a  large  increase,  and  give  assur 
ance  of  still  more  ample  supplies  for  the  future  ;  thus  vindicating 
the  wisdom  of  those  who  planned  and  carried  through  the  revenue 
laws  of  the  last  two  sessions  of  the  General  Assembly.  The  re- 
ceipts of  the  last  year,  (hen,  fall  considerably  below  the  average 
wliith  we  may  safely  assume  as  the  standard  for  estimating  the  le- 
venuc  of  fut\ue  years.  It  is  tiue  that  a  consitlerable  amount  w^as 
received  for  arrears  of  former  years,  but  it  will  be  found,  by  con- 
sulting the  Treasurer's  report,  that  a  larger  amount  of  wdiat  acciu- 
ed  wiihin  the  year  was  left  behind  to  be  gatheied  in  future  years  ; 
the  revenue  collected  in  1S46,  which  accrued  before  that  year,  being 
."jf  195, 450,  while  the  uncollected  revenue  wdiich  accrued  in  1846 
iVoni  productive  sources,  (excluding  the  interest  due  from  the  Sus- 
quehatmi  Rail  lload,a3  well  as  that  due  from  the  Chesapeake  and 
Ohio  Canal.)  amounted  to  nearly  $230,000.  The  largest  amount 
of  arrears  was  received  in  1845,  being  .$290,156,  which  arose  from 
the  heavy  payments  made  by  some  of  the  counties,  where  the  taxes 
oi  several  years  were  in  arrear.  In  1846  there  was  received  of 
revenue  accruing  within  the  year  (exclusive  of  the  rail  road  divi- 
dend) .^45,635  more  tlian  on  the  same  account  in  the  previous 
year,  in  spite  of  die  failure  of  the  Improvement  Companies  to  pay 
tlieir  usual  amounts.  If  the  public  works  had  yielded  to  the  State 
the  same  revenue  as  before,  the  excess  in  the  receipts  of  the  accru- 
ing revenue  in  the  year  just  past,  over  those  of  1845,  would  have 
been  §;137,8S5.  These  facts  certainly  present  a  most  gratifying 
view  of  our  financial  condition,  and  are  in  themselves  enough  to 
dispel  all  doubts  as  to  the  State's  ability  fully  to  meet  her  engage- 
ments. 

The  committee,  after  a  very  minute  examination  of  the  sources 
of  revenue,  and  bringing  to  bear  all  the  information  that  they 
could  gadier  in  relation  to  them,  believe  that  the  receipts  of  the 
])resent  fiscal  3''ear  may  be  safely  estimated  as  follows : 

liicenses   by  the  clerks  of  counties  and  Baltimore 

city  court,         .             .             .             .             .  .-^UiO.OOO 

Licenses  to  Auctioniers,  -             -              -             -  6,000 

Auction  duties,    -             -             -              -             -  17,000 

Lotiery  Licenses,              ....             -  18,000 

Stomps  on  Lottery  Tickets,           -             -             -  12,000 
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Fines  and    Forfeitures,    Interest   on  Personal  Ac- 
counts,  f]scheats,   Taxes   in    Chancery,  and  on 

Plaintiifs,         -             -             -             -'           -  10,400 

Tax  on  Foreign  Insurances,       -             -             -  2,500 

"        Policieil  of  Insurance,    ••             -             -  2,000 

"        Protests,             ....  3,000 

"        Civil  Commissions,       -             -             -  2,000 

"        Collateral  Inheritances,  &c.,       •             -  3,000 

''        Commissions  of  Executors,  c^'c,           -  6,000 

"        Commissions  of  Trustees  and  Receivers,  4,000 

Stamps  on  noles,  bills,  bonds,  deeds,  etc.,             -  50,000 

Dividends  on  Bank  Stock,           -             -             -  31,107 

Road  Stock,           -             -             -  45,500 
"             Baltimore  and  Ohio  Rail  Road  stock, 

(October  1st,  1840.)    -             -             -            •-  14,000 

Baltimore  and  Washington,  capitation  tax  of  |,  -  42,000 

Susquehanna  rnd  Tide  Water  canals,     -             -  66,550 

Susquehanna  rail  road,  -             -             -             -  20,000 

Union  Manufacturing  company,               -             -  600 

Hay  scales.  Live  Stock  scales,  and  Pratt,  street  wharf,  10,200 
Direct  Tax,  including  tax  on    capital  of  Baltimore 
Banks,  Slate  and   City  Stock,  Income  Tax,  and 

Tax  on  certain  officers,  &c.,  -             -             -  500,000 

$975,857 


This  estimate,  which  does  not  include  the  receipts  for  Tobacco 
inspection  and  Colonization  taxes,  is  for  the  most  past  founded  on 
actual  receipts  into  the  Treasury  from  permanent  sources  ;  but  in 
relation  to  some  of  the  items  it  may  be  well  to  make  a  few  explan- 
atoiy  remarks. 

The  law  providing  foi  a  stamp  duty  on  [,o!tery  tickets  went 
into  operation  on  the  first  day  of  Deceinber  pist  past,  and  is 
altrgeiiier  a  new  source  of  revenue.  F<>r  the  mouiii  of  Dccep.;ber 
alone,  the  receipts  from  (his  source,  exclusive  of  all  expenses,  were 
one  thousand  dollars;  and  though  it  is  the  opitiion  of  ihe  [iOiiery 
Commissioners,  as  well  as  of  the  Conlracfois  of  Lotteries,  that 
there  will  be  a  much  larger  sum  received  on  this  account  hereafter, 
the  committee  have  though.t  it  best  to  adopt  the  actual  receipts  of 
the  nrst  month  as  the  standard,  which  gives  an  addition  of  twelve 
liiousand  dollars  of  net  revenue. 

For  t!ie  amount  to  be  received  from  the  taxes  on  Collateral  In- 
hieriumces,  and  on  the  Commissions  of  Executors,  AdminisLralors, 
Tjustees,  <fec.,  the  committee  have  given  Vvdiat  they  believe  to  bs 
very  moderate  estimates,  a;;d  they  are  cotifident  that  far  more  will  in 
futiire  years  be  received  from  these  sources.  Tliat  they  have  not 
heretofore  been  more  productive  is  easily  understood.  The  laws 
taxing  collateral  inheritances,  and  the  commissions  of  executors, 
Were  almost  entirely  inoperative  until  the  summer  just  past.     By 
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lln;  tfiins  of  llics'e  lawrf  iliose  esialcs  only  we.w.  liahlc  to  ilie  tax, 
oil  which  achniiiisUatioii  shoiihl  he  laktiii  out  afler  the  fust  dav  of 
June,  1^45,  and  as  lhej)aity  wlio  achumi^lers  is  not  Ijoimd  toscllle 
an  account  till  a  year  after  taking'  uiii  ielleis,  it  was  not  uniil  afier 
the  (list  of  June,  184(3,  (hat  these  hiws  couki  properly  have  heen 
expected  to  have  any  efficient  operation  for  purposes  of  revenue. 
Now,  however,  it  cannot  be  doubted,  that  they  will  furnish  a  large 
and  constantly  increasing"  supply  to  the  State  Treasury. 

In  regard  to  the  probable  revenue  from  Stamps,  .'>*oO,000  would 
seem  a  small  esiinuue,  when  the  amount  derived  from  this  source 
during  the  last  year  is  considered,  and  when  it  is  remembered  that 
the  supplement  to  the  Stamp  act,  which  recjuiies  the  duty  to  be 
paid  on  mortgages,  deeds,  Occ,  only  went  into  ojxMalion  on  the 
liist  of  May  last.  Indeed,  the  receipts  in  the  Stamp  oliice  for  De- 
ceml)er  and  the  present  month  iaigely  exceed  those  for  the  corres- 
ponding months  a  year  ago  ;  and  it  is  to  be  ex|)ecied  i!:atwiih  tlie 
inciease  ol"  the  business  of  the  community,  this  tax  will  be  more 
and  more  pioductive. 

In  the  foregoing  list  is  included  the  dividend  declared  by  the 
Baltimore  and  Ohio  Rail  Road  company  on  (he  fnsl  of  October  last, 
W'hich  has  not  yet  been  received  by  the  ^iVeasmer.  One  thiid  of 
this  diviilend  is  olTered  in  cash,  and  two-thirds  in  the  bonds  of  the 
company,  viiicii  (ogetiier,  taking  the  bonds  at  the  market  value, 
amount  to  the  sum  of  fourteen  tliousand  dollars.  The  but-iness 
of  this  read  is  very  large,  and  growing  most  rapidly,  the  gross  re- 
ceij)ts  on  the  same  fur  the  last  year  (exclusive  of  the  Wasliington 
I^ranch)  being  ,^895.379,  and  liu-  net  profits  ,':;i440,475.  The  usu- 
al dividend  of  t;i''> ,000  for  next  October  is  included  in  the  esti- 
mates of  the  committee,  because,  from  the  information  they  have 
received,  they  see  no  reason  to  fear  any  failure  ;  and  the  investi- 
gation of  the  returns  of  this  work  for  the  last  few  years  would  lead 
them  to  look  with  confidence  for  slill  larger  dividends  in  future. 

For  interest  on  the  bonds  of  the  'l^ide  Water  Canal  companies 
the  sum  annually  due  is  alone  put  down,  although,  even  if  no 
greater  amount  is  received  for  tolls  than  during  the  iMSt  year,  tliere  will 
most  probably  be  paid,  as  there  undoubtedly  ough  to  be,  a  con- 
siderable portion  of  the  arrears  due.  It  is  well  known  that  in  'I 
March  last  a  desolating  flood  of  almost  unprecedented  violence, 
carried  away  a  great  part  of  (his  canal ;  ami  that  extraordinary 
exj.enditures  for  reconstruction  weie  nrade  absoliTtelv  necessary,  (Of- 
place  the  woik  in  navigable  condition.  The  receipts  on  this 
work  for  1845  were  $99,763,  out  of  which  .s74,&00  were  paid 
to  the  State  for  interest  and  for  arrears  of  interest.  I'he  receipts 
for  (he  year  1S46  were  about  §110,000,  althonuh  the  trade  for 
two  months  of  the  most  busy  season  was  interrupted  by  the  con- 
dition of  the  canal ;  and  allowing  for  no  increase  of  tolls  in 
the  present  year,  the  State  n.ay  nios(  rensonj\bIy  exjiect  for 
1847  a;  least  ,nSO, 000,  and  even  more  in  the  next  year.  Theie 
is  no  reason    whatever  for  doubting   the  disposition,   a?  well    as 
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the  ability,  of  the  companies  controlling  this  work  to  pay  so 
much  of  the  interest  and  arrears  ;  and  even  if  they  were  to 
show  any  disregard  to  their  obligation,  it  is  in  the  power  of  the 
State  to  do  herself  justice. 

The  Susquehanna  Rail  Road,  if  under  proper  management, 
could  produce  a  larger  revenue  than  that  calculated  upon,  and 
there  is  no  good  reason  why  it  might  not  be  made  to  yield  a  con- 
siderable further  addition  to  the  resources  of  the  Treasury. 

The  amount  of  direct  taxes  is  estimated  at  something  less 
than  has  been  received  for  the  last  two  years,  allowing  that  more 
arrears  have  been  collected  during  those  years  than  will  be  collect- 
ed in  the  present.  Yet  it  will  be  seen,  by  reference  to  the 
Treasurer's  Report,  that  there  is  still  due  from  collectors,  &c.,  the 
sum  of  . 1^41 7,485;  and  the  direct  tax  uncollected,  that  accrued 
in  1846,  amounted  to  $147,857,  while  the  arrears  of  this  tax 
received  in  1846  were  $161,477,  showing  that  we  have  very 
nearly  attained  the  point,  where  the  amount  of  direct  tax  collect- 
ed in  each  year  is  equal  to  the  amount  accruing  in  die  same 
year.  If  any  considerable  increase  takes  place  in  the  valuation 
of  property  by  the  new  assessment  in  the  city  of  Baltimore,  as 
seems  on  all  hands  confidently  anticipated,  the  sum  estimated  as 
the  product  of  direct  taxes,  &:.c.,  for  the  pi-esent  year,  and  per- 
haps moie,  may  be  relied  upon  for  future  years. 

From  the  analysis  made  by  the  committee  of  all  these  various 
sources  of  revenue,  they  have  come  to  the  conclusion,  that, 
though  the  receipts  of  some  particular  years  may,  from  accidental 
causes,  fall  something  short  of  the  amount  estimated  for  the  pre- 
sent, yet  it  may  well  be  taken  as  not  above  the  average  to  be 
confidently  expected.  The  committee  have  indeed  forborne  to 
g©  as  far  as  they  rationally  might  in  their  anticipation  of  increas- 
ed revenue,  especially  from  the  public  works,  and  they  have 
left  entirely  out  of  view  the  hopes  of  future  receipts  from  the 
Chesapeake  and  Ohio  Canal,  on  which  the  State  has  expended 
upwards  of  seven  millions  of  dollars.  It  will  be  seen,  indeed,  (hat 
(he  sum  estimated  for  the  present  year  is  actually  less  by  fifteen 
thousand  dollars  than  would  have  been  received  in  1846,  if 
the  Internal  Improvement^  companies  had  paid  the  same  sums  as 
in  the  year  before. 

Assuming  then  that  the  average  annual  revenue  will  be  $976,- 
000,  it  remains  to  be  seen  what  sum  it  will  be  necessary  to  pro- 
vide in  order  to  carry  through  the  measure  proposed  in  general 
terms  in  the  beginning  of  this  report.  If  the  interest  in  arrear 
be  funded  in  State  stock  on  (he  first  of  October  next,  with  the 
view  of  lesuming  the  regular  payment  of  current  interest  on 
(he  first  of  January  following,  it  is  most  probable  that  that  there 
will  be  neither  much  more  nor  much  less  than  twelve  hundred 
thousand  dollars  of  arrears  thufi  invested.  Allowing  the  learal 
rate  of  interest  in  this  S(a(e;  and  it  would  be  unjust  to  ofl^er  less, 
there  would  be  required    annually    the    sum   of    seventy   two 
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thousnnd  dollars,  in  addition  to  the  ordinary  expenses  of  tlie 
State  aid  iIk;  interest  payable  on  tlie  principal  debt.  The  ac- 
count would  then  stand  thus: 

Annual  revenue,  ....  $;9TG,000 

Ordinary  expenses,  not  exceeding,  -         $200,000 

Interest  on  principal  debt,  -  -  G51,S:3l 

Interest  on  arrears,  -  -  -  72,000 

^.23,821 


Surplus,  .....  !;«;52,1T9 

showing  an  annual  surplus  of  upu'ards  of  fifty  thousand  dollars 
to  be  devoted  to  the  redemption  of  the  new  stock,  and  which,  ope- 
rating in  the  same  manner  as  a  sinking  fund,  would  before  many 
years  entirely  extinguish  the  arrear  debt,  and  leave  a  large  sur- 
plus to  be  added  to  the  original  sinking  fund,  which  is  now  in  ftdl 
operation.  It  must  be  remembered,  also,  that,  in  the  estimates 
here  given,  no  notice  is  taken  of  the  saving  which  the  friends  of 
(he  biennial  session  bill  claim  as  the  result  of  that  measure, 
should  it  become  a  law, — which,  if  their  calculations  be  correct, 
would  add  upwards  of  thirty  thousand  dollars  to  the  annual  sur- 
plus stated  above. 

Such  being  the  present  condition  of  our  finances,  and  such  our 
prospects  for  the  future,  it  may  reasonably  be  expected  that  the 
present  Legislature  should  at  once  pass  such  a  law,  as  will  secure 
at  as  early  a  day  as  practicable  the  accomplishment  of  the  ardent 
wishes  of  the  people  for  the  resloiation  of  the  credit  of  the  State. 
The  comntidee  are  aware  that  objections  have  been  urged,  and 
will  again  be  uiged,  to  such  a  measure  as  they  propose;  but  after 
considering  these  objections  wiih  the  inost  scrupulous  care  and  de- 
liberation in  every  light  in  which  they  were  presented  to  their 
minds,  they  think  that  most  of  them  are  gioundless,  and  that  such 
as  are  even  plausible,  may  be  e?-.ily  obviated  by  a  careful  arrange- 
ment of  the  provisions  of  the  law. 

It  has  boen  said  that  the  State  cannot  in  justice  be  called  upon 
to  pay  interest  upon  interest,  which  would  be  the  eli'ect  of  fund- 
ing the  arrears.  Such  an  objection  would  certainly  come  with  a 
very  bad  grace  from  an  individual  debtor  who  had  for  years  with- 
held the  sums  due  for  interest  to  his  creditor,  and  had  at  the  same 
time  retained  properly  far  exceeding  in  amount  the  arrears  due. 
This  i^  certainly  the  case  with  the  State  of  jMaiyland,  which  with- 
out including  her  large  Sinking  Pund,  and  the  arrears  of  taxes  in 
the  hands  of  Collectors,  possesses  productive  capital  in  Bank  and 
Road  stocks  and  the  bonds  of  Internal  Improvement  companies, 
to  double  the  amount  now  due  for  arrears  of  inteiest.  It  may  not 
be  amiss  to  call  to  mind,  also,  that  the  State  herself  has  required 
from  some  of  her  debtors  the  adoption  of  the  very  course  objected 
to,  and  she  now'  holds  bonds  of  the  Tide  Water  Canal  con)panies 
'0  the  amount  of  nearly  two  hundred   thousand  dollars,  given  foe 
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interest  iu  airear.  In  a  case  such  a:i  above  stated,  no  individual 
debtor  has  the  power  under  the  laws  to  retain  his  property,  and  if 
he  should  refuse  to  pay  tlie  suras  which  lie  had  contracted  to  pay 
at  stated  times,  they  could  be  recovered  by  process  of  law,  and  he 
would  be  obliged  to  pay  interest  upon  them  from  the  date  of  the 
judgment.  The  Slate  of  Maryland,  however,  is  sovereign,  and 
cannot  be  sued;  and  if  she  v/ill  neither  surrender  herproperty  to  her 
creditors,  nor  pay  upon  the  sums  she  withholds,  the  interest  they 
would  produce  if  in  the  hands  of  those  creditors,  there  can  be  no 
liesitation  in  saying,  that  slie  takes  advantage  of  her  position  for  the 
purposes  of  dishonest}'.  However  ingeniously  the  matter  may  be 
argued,  to  this  plain  and  mortifying  conclusion  it  must  come  at  last. 

But  there  are  peculiarities  in  ihe  nature  of  a  State  debt  that  dis- 
lingiiish  it  frotn  the  debts  of  an  individual,  and  give  to  (he  claims 
of  the  creditor  still  greater  strength  and  validity.  In  the  contracts 
made  between  individuals,  the  repayment  of  the  principal  sura 
due,  is  in  general  the  primary  part  of  the  contract,  the  interest  be- 
ing merely  accessary;  and  in  ahr.ost  every  case  a  time  for  the  re- 
payment of  the  principal  is  absolutely  fixed.  It  is  otherwise, 
however,  in  regard  to  the  loans  negotiated  by  a  State;  in  which 
the  legular  payment  of  the  interest  is  the  primary  part  of  the  con- 
tract, and  theie  is  no  obligation  whatever  upon  the  State  to  pa}^  the 
f)rincipal,  until  it  shall  suit  herpleasure  so  to  do.  TheteruiS  upon 
which  our  stocks  have  been  issued  are — ^'irredeemable''''  \n\\\\  after 
a  fixed  date,  and  then,  '■'•redeemable  at  the  pleasure  of  the  State.'' 
So  that  the  Creditor,  by  his  own  contract,  nevei  has  a  right  to  de- 
mand the  principal,  nor  vrould  he  be  likely  to  wish  for  such  a  right 
while  his  interest  is  regularly  paid,  for  in  that  case  his  slock  is  at 
any  momei  t  easily  converted  into  money,  furnishing  as  it  does  the 
very  best  of  investments.  The  interest  on  the  State  Debt,  then,  is  in 
its  nature  a  permanent  annuity,  w'ith  the  privilege  of  redemption 
after  a  certain  period  residing  in  tlie  State,  and  it  ought  rather  to  be 
considered  in  tlie  light  of  a  rent  than  as  interest  paid  for  the  for- 
bearance of  a  sum  due.  When  large  premiums  weie  paid  for  the 
shares  of  our  stock,  at  the  time  that  most  of  our  loans  were  nego- 
tiated, the  puichaser  did  not  pay  onehuildied  and  seventeen  dol- 
lars for  the  sake  of  having  one  hundred  ie;urned  to  him;  but  it 
was  his  purpose  to  secure  a  regular  income,  entirely  free  from  all 
risks;  supposingr  iliat  to  the  quick  convertibility  of  personal  pro- 
perty, these  stocks  added  a  security  and  permanency,  equal  to,  and 
even  greater  than  liens  upon  real  estate.  It  was  on  the  faith  of 
the  Slate  that  the  purchasers  of  the  stock  implicitly  relied,  and  they 
preferred  the  pledge  of  her  honor  before  the  legal  obligations  of 
the  wealthiest  individuals.  The  State,  however,  has  feiiled  to 
comply  with  her  contract,  and  now,  when  a  large  revenue  is  pour- 
ing into  her  Treasury,  the  question  arises, whether  the  loss  resulting 
from  that  failure  shall  be  borne  by  the  State,  or  by  her  creditors? 
What,  undersuch  ciicumstance?,  would  be  the  course  suggested 
by  the  commonest  honesty,  it  would  not  be  difficult   to   say, — and 
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thchont'dly  of  aStaic  siiuulil  be  caiiieci  up  lo  ihu    liii;liest  point  of 
honor. 

Bill  aside  from  all  (lic.^e  consiucialions,  it  is  cviue;il!v  ihipossi- 
ble  for  the  Slate  now  to  comply  witli  iier  adiiiiited  obligaiion  to 
pay  the  current  interest  on  tlie  principal  debt  as  it  falls  due,  unless 
the  arrears  arc  either  funded,  or  discharged  out  of  the  proceeds  of 
the  sale  of  our  productive  stocks.  The  choice  must  lie  between 
these  two  alternatives.  As  long  as  we  continue  in  our  present 
course,  we  are  guilly  of  a  conslant  breach  of  faith  with  our  credi- 
lois;  for  instead  ol' paying  interest  upon  the  day  it  falls  due  accord- 
ing lo  the  form  of  our  contract,  it  is  paid  four  years  after  it  is  due. 
It  is  true,  as  may  be  suggested,  that  the  coupons  being  receivable 
for  taxes,  a  considerable  portion  of  the  current  interest  is  in  this 
way  got  lid  of:  tliough  it  cnnnot  be  said  to  be  truly  paid,  for  the 
creditor  is  obliged,  if  he  will  not  wait  four  years  for  his  payment, 
to  sell  at  a  discount  of  twenly-five  per  cent  in  the  market.  The 
people  of  ^Maryland,  then,  do  in  fact  pay  at  the  present  lime  but 
three-fourths  of  the  interest  which  they  promised  to  pay,  and  as 
long  as  we  continue  under  the  present  system  we  anirually  de- 
prive our  cr-editois  of  a  fourth  part  of  their  due^.  This  is  itself  a 
sirtficient  reason  for  adopting  the  plan  proposed,  and  is  a  conclu- 
sive answer  to  those  who  assert,  it  is  to  be  sirpposed,  without  well 
undeisiandirrg  the  (rue  situation  of  our  atl'airs,  iliat  we  are  doing 
well  enough  now,  and  are  paying  ofi'  annually  a  lai-ger  amount 
than  ihecirnent  iirterest.  Honesty  does  not  admit  of  digrees,  and 
if  we  are  able  to  pay  ihe  whole  iirleres!  on  our  debt,  lo  pay  any- 
thing less  cannot  be  honest.  As  to  our  ability — sirrcc  il  cannot  be 
questioned  that  an  individual  who  owns  property  to  the  arrrountof 
iri^COjOOO,  can  pay  the  interest  on  .•$12,000,  the  commitiee  ilrink 
there  can  be  no  pretence  that  a  Siaie  whose  projjeriy  of  every  kind 
is  rcirral  lo  .siiO!l,000  000  is  unable  !o  discharge  lire  interest  on 
9>  12  01)0,000.  Ifsiill  firnher  taxation  wore  necessary  lo  accom- 
plish ihisrnd,  withunt  doubt,  the  ciiizcns  of  .Ahuyland  would  bear 
it  cheerfully;  but  iheconmiitiee  are  clearly  of  opinion  'liar  rrolhing 
furilnr  is  necessary,  than  that  the  taxes  at  pr^esent  levied  should 
be  rcgul.irly  paid  in  cash,  af  er  lire  date  fixed  upon  for  funding  the 
arrears. 

The  commitiee  arc  aware,  that  it  will  be  said  by  some,  that  the 
reason  why  the  taxes  have  been  heretofor'e  so  readrly  paid,  is  be- 
cause the  people  couUI  avail  ihemselves  of  a  depieciaied  mediuni 
of  paymeirt,  and  that  if  the  law  author  sing  ihe  Treasurer  lo  re- 
ceive coupons  for  taxes,  is  repealed,  theie  might  be  a  serious  defici- 
ency in  ihe  revenue.  But  of  srrch  a  result  the  committee  have 
not  the  slightest  apprehension.  That  the  rriajorily  of  tax  payers 
should  avail  themselves  uf  this  means  of  discharging  their  liability 
wherr  ollf  led  lo  them,  is  natural  cnoni:h  ;  birt  thai  the  people  of 
^Maryland  siiould  refuse  lo  pay  their  taxes,  because  they  are  requir- 
ed to  be  {'aid  in  money,  carmot  be  believed  for  a  moment.  Such 
i  charge  would  be  a  libel  on  the  honesty  of  the  people  entirely  un- 
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justified  bv  our  past,  history  in  connexion  wilh  tiiis  very  debt.  It 
is  impossible  that  the  same  people  who,  fioni  almost  absolute  free- 
dom iVom  taxation,  voluntarily  imposed  upon  themselves,  through 
their  representatives,  a  burden  of  upwards  of  half  a  million  of 
dollars  annually,  and  who  have  added  to  it  tax  upon  tax,  all  for  the 
purpose  of  sustaining  the  credit  of  the  State,  and  redeeming  her 
honor,  should  suffer  that  credit  and  honor  to  be  forfeited,  and 
themselves  endure  the  stigma  of  lasting  disgrace,  for  the  sake  of 
retaining  still  longer  the  discount  of  a  few  cents  in  I  he  hundred 
dollars.  Having  made  large  sacrifices  to  maintain  their  honesty, 
they  will  never  abandon  it  to  secure  so  trifling  a  gain  ;  for  all  pre- 
vious sacrifices  will  have  been  utterly  vain,  without  theslight  addi- 
tional effort  now  required.  Indeed  the  committee  cannot  help 
fearing,  unless  something  be  soon  done  to  relieve  the  people  of 
Maryland  from  the  repmach  under  which  they  labor,  that  they 
wilfscaicely  continue  to  beat  with  patience  die  burdens  imposed 
upon  them,  which  they  now  cheerfully  undergo  in  the  hope  of  a 
speedy  restoration  of  theircredit,  and  the  maintenance  of  an  honest 
reputation  before  the  world. 

It  is  w^ell  known  thct  those  tax  payers  who  derive  the  chief  ad- 
vantage of  the  coupon  system  are  generally  men  of  large  pro- 
perty, the  amount  of  whose  taxes  makes  the  discount  a  matter  of 
some  consideration;  and  they  are  at  the  same  time  those  who  are 
best  able  to  pay  the  full  amount  that  is  levied  upon  them.  That 
some  of  this  class,  though  the  committee  believe  their  number  to 
be  few,  should  fiom  selfish  motiv^es  prefer  that  the  State  should 
continue  in  its  present  degradation  rather  than  contribute  their  full 
share  to  the  discharge  of  her  liabilities,  may  naturally  be  ex- 
pected ;  but  their  opposition  will  noi  be  countenanced  by  an 
honest  community,  nor  will  they  ever  assume  the  responsibility  of 
refusing  to  obey  (he  laws^  which  the  representatives  of  the  peo- 
ple of  Maryland  may  enact,  for  the  purpose  of  retrieving  her 
honor,  which  has  been  already  tarnished  too  long. 

There  are  some,  however,  and  their  number  is  not  a  few,  who 
are  anxious  to  do  everything  in  their  power  to  restore  the  credit  of 
the  State,  and  who  wouldgladlyjoin  in  establishing  aresumption  of 
regular  payments  of  interest,  if  ihey  did  not  appreliend  that  it  was 
at  present  unsafe,  and  that  a  second  suspension  might  be  the  con- 
sequence of  nif^asures  which  they  fear  are  precipitate.  Such  an 
objection,  coming  from  such  a  source,  is  certainly  entitled  to  the 
most  serious  consideration.  The  committee  cannot  join  in  these 
apprehensions,  but,  at  the  same  time,  they  think  it  their  duty 
to  make  such  provisions  in  the  law  to  be  proposed  by  them,  as  will 
effectually  secure  the  State  from  the  danger  of  such  a  relapse.  In 
makiufT  their  estimates  for  the  future,  they  have  had  advantages  not 
possessed  by  those  who  in  previous  years  have  occupied  their  posi- 
tion ;  for  they  now  have  before  them  the  facts  which  show  the 
practical  effect  of  revenue  laws,  that  before  were  only  proposed, 
or  had   not,  at  any  rate,  passf;d  into  effect.     But,  although  from 
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this  cause  many  eleinenls  of  unceilainly  are  happily  removed, 
yet  it  cannot  be  denied  that  contingencies  n)ight  happen  which 
wonid  rechicc  the  amount  they  liave  calcuialed  upon  ;  for  it  is 
not  impossible,  ihoui^h  they  think  it  improbable,  I  hat  an  act  of 
Providence  may  again  within  a  few  years  lay  waste  some  of  the 
public  works  from  which  the  State  usually  derives  a  considerable 
revenue,  in  which  case  a  deficiency  might  occur  for  a  single  year 
in  (he  menus  to  discharge  the  full  amount  of  interest  on  both  the 
principal  debt  and  the  funded  arrears.  Proceeding  then  upon 
ilie  ground,  thnt  every  precaution  should  be  adopted,  that  would 
secure  them  from  even  (he  appearance  of  rashness,  they  have 
placed  such  guards  upon  the  measure  (hey  propose,  as  (hey  hope 
will  niakc  it  acceptable  to  the  most  prudent  of  those  who  are 
really  desirous  of  restoring  the  credit  of  the  State. 

The  plan  which  (hey  most  respectfully  submit,  is  the  following: 

1st.  That  (he  principal  debt  as,  it  now  stands,  be  kept  sepaiate 
from  (he  arrears ;  that  the  payment  of  interest  on  said  ])rincipal 
debt  be  resumed  on  the  first  day  of  January  next,  and  continued 
quarterly  and  semi-annually  thereafter,  as  it  falls  due;  and  that 
the  interest  on  (he  principal  debt  be  first  fully  discliarged  in  each 
year  before  any  interest  is  paid  on  the  funded  arrears. 

2ndly.  That  the  arrears  of  interest  be  funded  on  the  first  of 
October  next  in  a  slock  redeemable  at  pleasure,  bearing  an  annual 
interest  of  six  per  cent.;  that  said  interest  be  fully  paid  at  the  end 
of  the  year,  (the  first  payment  being  in  October,  1848,)  if  there 
are  funds  in  the  Tieasury  adequate  for  the  purpose;  but  if  (he 
Treasurer  shall  find  (hat  there  is  not  sufificient  to  pay  full  six  per 
cent.,  that  a  payment  of  interest ^ro  rata  be  made  on  the  arrear 
stock,  and  a  certificate  be  given  for  the  balance,  to  be  paid  out  of 
any  future  surpluses. 

3rdly.  That  coupon?  be  received  in  payment  of  taxes  until  the 
first  of  October  next,  after  which  all  dues  to  be  paid  the  State  in 
cash. 

4thly.  That  power  be  given  to  the  Treasurer,  in  his  discretion, 
(o  boiiow  on  the  pledge  of  the  Bank  stocks  belonging  to  the  State, 
to  suppl}^  any  temporary  deficicnc}^  in  funds,  arising  from  (he  ine- 
(juality  of  payments  required  at  the  different  quarters,  the  sums 
borrowed  to  be  immediately  repaid  out  of  the  first  receipts  into  the 
Treasuiy. 

5thly.  That  all  surplusses  in  the  Treasury,  after  paying  (he  ex- 
penses of  the  State,  and  the  interest  on  the  principal  debt  and  on 
the  funded  arrears,  be  appropriated  to  the  purchase  or  redempdon 
of  (he  arrear  slock,  until  it  is  entirely  extinguished,  after  which,  the 
surplusses  to  be  devoted  annually  to  the  increase  of  (he  original 
Sinking  Fund. 

It  will  be  seen,  that  an  utter  inability,  in  any  particidar  year,  to 
pay  a  single  dollar  of  the  interest  on  the  arrears,  would  not  cause 
a  second  suspension,  for  the  interest  on  the  principal  debt  would 
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still  be  legiihuly  paid  ;  cind  the  only  effect  of  such  a  state  of  things 
would  be  a  postponement  of  the  interest  on  the  arrears.  Thus 
taking  ibe  estimate  of  the  committee  of  S^T6,000  of  annual  reve- 
nue, and  subtracting  from  it  the  amount  of  State  expenses,  (§200,- 
000,)  and  the  interest  on  the  main  debt,  ($^651, 821,)  amounting 
togetiier  to  ^^S5l,  821,  and  it  will  be  found  thai  the  receipts  might 
fall  short  in  any  one  year  as  much  as  !isl24,lT9,  regardless  of  all 
previous  surplusses,  without  causing  any  embarrassment  in  t'le 
pian  proposed,  or  endangering  at  all  the  maintenance  of  regular 
payments  in  fiiture.  This  statement  is  made  without  any  appie- 
hension  that  such  a  deficiency  is  at  ail  likely  to  occur,  but  only  to 
show  that  the  measure  should  be  considered  free  from  danger  even 
by  those  who  are  most  fearful  of  disasters.  Neither  can  those 
complain  of  this  plan,  who  are  most  sanguine  that  the  revenue 
will  be  ample  to  meet  !,he  full  aniountof  interegton  both  principal 
and  arrears,  and  to  furnish  a  handsome  surplus  besides;  for  if  such 
be  the  case,  by  the  terms  of  the  law  proposed,  every  dollar  of  the 
interest  will  be  paid  ;  and  if  any  unexpected  deficiency  should 
occur,  the  prudence  of  the  arrangement  would  at  once  be  acknow- 
ledged. It  may  be  well  to  remark,  that  unless  the  estimates  given 
above  are  much  exaggerated,  v.diich  the  committee  cannot  at  all 
bdlieve,  tiie  danger  of  a  deficiency  in  any  unfortunate  year  u'ill  be- 
come less  and  less  as  time  advances;  because,  from  the  application 
of  surplusses  in  the  more  productive  years  to  the  redemption  of  the 
airear  slock,  the  amount  of  interest  to  be  provided  will  be  constant- 
ly diminished.  If,  contrary  to  all  expectation,  theie  should  in  future 
be  a  permanent  deficiencjr  of  revenue,  it  will  be  for  succeeding 
Legislatures  to  provide  the  means  of  sustaining  fully  the  credit  of 
the  State. 

In  adopting  the  first  of  January  next  as  the  day  on  which  re- 
sumption should  take  place,  the  same  desire  for  safety  of  action 
has  governed  the  committee ;  and  it  will  be  observed  that  the 
interest  on  the  arrears  not  being  payable  until  October  1S48,  the 
burden  of  that  addition  is  distributed  over  two  successive  years. 
For  the  first  payment  in  January  there  will  be  a  large  surplus  in 
the  treasury,  even  supposing  that  no  greater  proportion  is  received 
in  cash  in  the  present  year  than  in  that  just  past;  and  the  com- 
mittee confidently  anticipate  that  an  unusual  amount  of  arrears 
of  tax  will  be  paid  in  before  the  first  of  October  next,  because 
the  tax  payers  will  hasten  to  take  advantage  of  the  privilege  to 
pay  in  coupon?. 

It  is  the  desire  of  the  committee  that  no  false  expectation  should 
be  excited,  and,  by  proposing  a  measure  of  the  most  guarded 
character,  they  invite  investigation  into  the  afTairs  of  the  State, 
that  her  ability  with  the  present  taxes  to  comply  with  her  obliga- 
tions may  be  fully  tested.  On  that  subject  their  own  opinion  is 
decided,  but  they  do  not  wish  that  their  views  should  be  adopted 
without  the  most  careful  consideration. 

The  committee  cannot  close  this  report  withotit  expi'essing  the 
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opinion,  that  llie  great  iniproverneiit  wiiicli  luw  taken  place  in  the 
finances  of  the  State  is  owing  mainly  lo  the  enactment  of  thosu 
laws,  which  ate  now  bringing  so  abtmilant  a  revenue  into  tho 
Trcasm-y  ;  and  if,  as  they  believe,  the  Stale  is  now  in  a  condi- 
tion fully  to  discharge  her  obligations,  llie  merit  is  due  to  those 
who  labored  successfully  lo  establish  those  laws,— anioug  whom  it 
m'\y  not  be  invidious  to  distinguish  one,  now  elevated  lo  a  high 
judicial  station,  whose  untiring  devotion  to  the  cause  of  Slate 
faith  will  cause  his  name  to  be  remembered  hereafter  with  grati- 
tude by  all  who  feel  any  interest,  and  pride  in  the  honor  and 
prosperitv  of  Marvlan). 

THOMAS  DONALDSOiN, 
JAMES  N.  ALLNUT, 
S.  W.  SPENCER, 
JOHN  SWAN, 
WM.  FRAZIER, 
F.  M.  BAUGHMAN, 
JAMES  M.  SHELMAN. 
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